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in ‘Wired, than for eny month since the third quarter of 1931, accord- 
ing to preliminary estimates. The March index of non-farm income is 
tentatively placed at 81.6 pereent of the 1924-9 average. This com- 

with the previous recovery peak of 79.9, reached last December, 
and is 23.4 points=-40 poreent-<above sand depression low veesteed 
Set ‘three 7 carlior. a 
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| “Though this soasonah iy aereunaa index is banda on ee 
wivinines adjusted, where necessary, for the number of working days 
in each month, no attenpt was made in March to allow for the loss of 
labor income oceasioned by temporary suspension of operations on 
account of floods. ‘The floods were not a factor in the week used by 
the Burean of Labor Statisties in its report on employment and pay- 
rolls. A rough indication of the probable loss of labor and entre~- 
preneural income may be had from the contraction in industrial 
production and in geicral business, as reported by the United States — 
Department of Commerce and the New York Times Annalist respectively, 
for the week when the flood was at its worst. On this basis it 
appears thet labor income for March may have been about two percent 
lower than estimated and total non-farm national income 14 percent 
less. An adjustment of this size would still leave estimated March 
ineome of the non<farn population at the hizhest point since October 
1931. 


As compared with the September 1929 to March 1933 drop of 51.2 
points (from 109.4 to 58.2) in non-farm national income, recovery to 
a 1936 anounts to about 46 percent. The decline covered a period 
f 3h years whereas improvement has now been under way for three years. 
vutans gains are in immediate prospect. A sharp reversal in pro- 
ductive activity followed the December 1935 to March 1956 recession. 
According to the confidential weekly index of the Department of 
Commerce, production rose 16 percent during the foureweek period from 
Vareh ‘gist to April 16th. It probably averaged above 101 (19286100) 
for April. Since the monthly average of this weekly index has not, 
during the past nine months, varied more than two points from the 
monthly production index reported by the Federal Reserve Board, it 
ig probable that the latter rose to around 100 for April. It stood 
te papel ay ely ete babi receded from the recovery 
tgs ptr green eae 
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' ‘The per capita income of employed factory workers was suffi- 
cient during each of the past five years to buy an average of 107.0 
to 109.4 percent as much food as during the 1924-9 pericd. And in 
ereetae Sy ten nit. tmnonin power of employed factory workers, in 

of retail food prices, was 111.9 percent of the 1924-9 average 

highest for any month in 6 ydare. Obviously then, the rise 
in farm prices, as reflected in higher food costes, has not been 
burdensome to the eaployed urban worker, In fact, food prices are 
still lower compared with prices during the 1924-9 prosperity period 
than are other living costs. This is illustrated in the following 
tavulation as well as by en attached chart. 
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1929 shes ee \ Jol,7 ieee Aiea ss SO | 
1932 107.0 95.1 81.6 72.6 
1935 107.9 89.1 102.1 =—« B43 
1935 106.4 89.6 ~~ 99.6 935.9 


1936 111.9 98.2 104.3 | “9L.5 


Wot only does the employed factory worker have sufficient 
ineome for a 7 percent higher standard of living than during the 
1924+9 period, but the average income of all the non-farm population 
in terms of total living costs is down only 6 percent, These per- 
centages apply to total living « costs of which about 1/3 is food and 
2/3 other itens. 


with purchasing power of the non-farm population only moderately 
below that of the 1924-9 period and improving, the domestic demand 
outlook gives considerable eause for satisfaction. The favorable 
trend of non-farm income is reflected in a correspondingly strong 
upward tendency in urban trade as will be noted by reference to an 
accompanying chart showing quarterly a, ati store sales and non- 
fame national pane nge 
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1936, there was some recession, after seagonal correction, from the | 
final quarter of 1935 to the first querter of 1936. it is interesting | 
to note that seasonally corrected mral retail sales were also down. yy 
Thug the quarterly trend of both income and of sales was down in cai 
rural areas and up in urban areas. (See attached chart). ‘With the = 
deeline in ferm prices arrested during the firet half of Warch, and \ | 
pensfit pagments resumed, recovery in farn income and in rurel retail , 
trade has again made am appearances Soh iil | 


The tenporary let-down in farm demand during the first quarter 
of 1936 was also reflected in employment in farm implement factories. 
where some recession ocmurred. (See accompanying chart). The farm 
implement industry is one by which the relation of industry and, 
agriculture can be measured with some degree of scouracy. Uxcept 
for tractors, which are used by industry and for roedmwilding pur- — 
poses, as well as by farmers, the products manufactured by farm 


implenients and tractors during the 1932-36 period. Thus an index of 
tonnege volume with tractors differs tat slightly from one exclusive 
of tractors. 


of Tom kd and_Yal of Farm Impler 


wk ‘Metieanraeh of copacity torr CONE) ta 5 
Mucluaing Ineluding © Price  (Ineluding 
tractors Tractors index Tractors) — 


quarters (Seasonally Adjusted): 
1983 (ist quarter}* oe 9 6B e, eB ee 
1935 (4th quarter) 428 111 475 


* Depression low. 


Here is direct evidence of the interrelation of industry and 
agrieultures Farm machinery manufacturers apparently enjoyed an 
jnerease of about 275 percent in dollar.volume from 1932 to 1955. 
During the period eash farm income, remaining after wages, interest 
and taxes, doubled, Improvenent from the extreme low quarter of 
implement shipments (January-March, 1933} to the last quarter of 
1935 amounted to an estimated 642 percent. Six agricultural im- 
plenent manufacturing companies reported aggregate deficits of 
$22,600,000 in 1952 end net profits of $26,100,000 in 1935, according 
to the New York Federal Reserve Bank. 
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Recovery in rural sales of general merchandise is well in 
 exeess of recovery in department store sales (representative of 
urban trade) according to United States Department of Commerce and | 
Federal Reserve Board reports. Similerly, registrations of new 
automobiles suggest stronger than average revival in rural buying. 
Both of the large mail order houses recently reported new record 
monthly sales whereas net profits of eleven aute companies amounted 
i is } last year as compared with losses pinion ween 
193 


aE It he apparent that industry. has. benefited greatly by the re- 
vival in rural baying while, os previously show, improvement in farn 
prices (meceasary ‘to rural revival) constitutes no burden on employed 
factory workers whose buying power continues well in excess of that 

of the 1924-9 period, Though lower prices would be of direct benefit 

to the individual who has no job his chances of finding work would 

be greatly reduced through an increase in total unemployment, a 
the urban worker has a big interest in the welfare of the farmer, who 
constitutes over one-quarter of the cotsumers of factory products; 

an iaterest. second only to that of sn: Fomenn: bm Sam, WabRee Ms 2 the 
urban worker on whom. he jargely depends for a market. 
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Business has reached a point ‘where further improvenent adds 
greatly to the net profits of corporations. A large wolume of bus- 
iness (estimated at about 40 porcent of capacity for steel) is re- 
quired for industry to pay overhead; and only after this business | 
is secured can profits be made. Obviously, after the break-even 
point is reached, further gains in volume result in net profits out 
of ell proportion to the additional gein in wusiness, Theat industry 
has already reached this point, (where further gains in volume are 
reflected in far greater percentage increases in profits) may be 
illustrated by some first quarter reports, keeping in mind, of course, 
thet industrial production was only 6.7 percent above the corresponde 
ing sarcter of 1935... 


. Pet. 

ES ai | 1935 1936 Gain 
General Hotors | $0.68 at? .% 
du Pont A pinath 0.85 1.21 42 
Chrysler #23 2.85 25 
Union Carbide 0.59 0.83 41 
Corn Products | 0.67 0.98 46 
National Bisonit 0022 0.39 "7 
General Blectric 0.19 0.25 32 
Air Reduction 1.50 de 70 13 


_ ‘These companies are all numbered among the leaders in their 
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fields. Thus any large increase in proportion of total business done 
is unlikely, so that increases in profits must come largely through 
gemeral improvement in thelr respective industries. United States. 
automobile produstion was only slightly (2g4) abeve the first quarter __ 
of 19385 mut profits of the two largest arn owned ener were 
ba pp beres si iay: more than this. ‘ | bet 


dl Wath per’ ‘eapite ian indi of the non-farm. a. population, . 
now. only 6 percent uncer the average Ange the 1924-9 peried and further 
improvenent in the immediate offing, and with farm income and tuying 
still on the. inorease, serporate profits should continue to 
improve. This should prove en effective cushion to steek prices, , 
whieh are currently undergoing the first readion of consequence in 
more then.a year. Though it is Fecognizes thet stock prices often 
anticipate changes in the direction of business, current price weak 
ness appears to be based ou other considerations. Frospects are 
definitely fawrable to further near-term business improvement. _ 


. pe the sttanhod chart on factory axpinvacat in. industries. pro-. ’ 
durable goods shows that both, groups . conm 
ed very subatestiatly to the tn | 


felioesd the banking crisis carly in ise ‘but that, . 

non-durable goods industries hag since fluctuated ground, a horizontal 
line whereas a definite upward trend has eontimed in the duravie 
ineustries. This tendenay of the durable industries to “catch up" 
has resulted in an increase iu the ratio of mmbers employed in such 
industries to total factory enployment from around 39 percent, a, bake 
=3°%> m8, hake -“ io_over 46 Sarees, in Staeat mntbte. eins 


feceitten” continued Tiretenset 4 is primarily dependent on the heavy 

industries-=those menufacturing acetanie of a durable anc seair .. 

@urable unture such as building uate rials,. industriel and railroad 

equ 2,and automobiles, Such. inprovexent.in the heavy. pep tecderine 
néustries would uecessarily be predicate on inereased activity. 

in the industries using curable produets, Probebly ee Ar 

more. then any other industry, holds ae hil bass the SPREE TEP Tie 
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Public . Public 


Yon- 
Total Residential Kesidential Works Utilities 

ne High )* 6,628 2,788 2,875 980 484 

noe — 249 i 2 $8 500 163 

» 249 543 626 cov ys 86 

. ere | 479 676 579 112 
Sat Quarters 

1935 298 7; ae ee 108 99 19 


1936 ao ae 235 159 48 
* For total tut not for all individual groups. met 


The gein of 47 neveceh.fnom.A0Gs to 1935, in totel construction, 
still left a deficiency of 72 percent as compared with the 1928 pre- 
depression high, Should the entire year 1936 show the 83 percent 
improvement of the first quarter construction would still total only 
51. ‘percent of 1928. Chanees seen to favor such improvement through 
the current quarter at least. All groups are shearing in the gain 
and some og te ton which would have otherwise reached the contract 
stage in March were no doubt delayed by fleods. These will help to 
awell second quarter contracts and flood po aagee will also 
add to the total for a tine. | 3 


“At mideyear some stimulation to home building may accompany 
payment of the boms. According te an American Legion questionnaire, 
18 percent of the boms will be used in building and repairing homes. 
Based on the entire two billion dollars in bomus bonds, this would 
mean 260 million dollars for homes--an amount in excess of total 
residential construction in the 37 states east of the Rockies in 1953 
or 1934, The 18 percent may, of course, be too high; also, some of 
the bonds will be held by veteranea, But those who build will no 
Gens Verve. Reems taAhe Gaereentty Shen:the weadio® Deans mesey 
Caer ape, Sor hip geqpente be 


Non-residential eypes of building showed eaharp advance Late 
last year, ‘This improvement carried over into 1936, and with in- 
dustrial production again expanding at en umusually rapid rate (see 
chart attached), prospeets would seem to favor continued year-to-year 
gains for an indefinite period. ‘Similerly, public utility con 
struction ig now showing definite signs of revival. Utility con- 
struction had lagged owing to fear of government regulation and 
competition, but with eleetric output reaching new all-time peaks, 
the need for expansion of facilities in line with growing demand is 
constantly becoming more urgent. 
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Public works construction has declined considerably sinee the 
Aast. quarter of 1935 and, according to present plans of emphasizing 
Works Progress Administration work relief, there is little reason . 
_ % anticipate an early reversal in this situation. = =? 


foes Mm Balance the immediate building outlook is favorable. This 
has double significance owing to the relatively poor enployment con~ 

tions which heve persisted both in construction and in industries 
manofecturing construction materials. ; | 


4 | The Price Situation 


. $hough wholesale prices of farm products had a substantial 
.Pally.during the first three weeks of April in line with strength” 
in. livestock iteus, also in grains owing to draught fears, some re~ 
action has since oceurred. It is probable thet farm prices will 
undergo some downward adjustment unless prospests for larger crops 
this year do not mterialize. However, strengthened urban buying 
power, induced by expanding ineome and no further increase in living 
costs, should result in a sufficient gain in domestic demand to — 
assure maintenance of prices at the farm sufficiently high to permit 
eontimed year-to-year gains in eash income from sales. Sensfit 
payments have been resumed and should exceed last year for the rest 
of 1936.. ; ate 


The decline in retail food prices, evident sinee December of 
last year (see Cost of Living chart] contimed up to the lstest 
reporting date, having receded from 79.5 for the week of March 10th 
to 78.9 in the April 7th week. The principal losses were of a 
seagonal nature (eggs and dairy products) though cereals declined 
fractionally. The composite index of food prices for the latest 
pok was 2.8 percent lower than a year earlier. Some advance may 
have occurred in the following two weeks. , oe 


 $@ long as fare prices remain at levels permitting further 
gains in fern cash income and yet food prices are not sufficiently 
high to act as « drag-down influence on urban purchasing power, & 
favorable situetion may be said to exist. Such balanee now exists 
od prospects appear condudive to its continuation. | 
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TIONAL INCOME CLUSI OF AGRICULTU F SH INCOME,1924 TO DATE 
(Dollar figures seasonally corrected) 
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Business Situation Summarized 
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BANK DEBITS OUTSIDE NEW YORK CITY — (@/L/ONS_OF DOLLARS, 
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FREIGHT CAR LOADINGS — (NiLLIONs OF cans) 
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FACTORY EMPLOYMENT IN INDUSTRIES PRODUCING DURABLE AND NON-DURABLE GOODS, 
1923 TO DATE 
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